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(3) Advertising costs;
(4) Depreciation and/or use allow-

ances;
(5) Printing and reproduction costs;
(6) Interest expense;
(7) Expenditures for transportation

and travel;
(8) Payments to OJT employers,

training institutions, and other ven-
dors;

(9) Fees or profits;
(10) Insurance costs, including insur-

ance coverage for injuries suffered by
participants who are not covered by ex-
isting workers’ compensation, and per-
sonal liability insurance for PIC mem-
bers;

(11) Acquisitions of capital assets;
(12) Building space costs, including

rent, repairs, and alterations;
(13) Pre-agreement costs;
(14) Fund-raising activities;
(15) Professional services, including

organizational management studies
conducted by outside individuals or
firms; and

(16) Taxes.

§ 627.440 Classification of costs.

(a) Allowable costs for programs
under title II and title III shall be
charged (allocated) to a particular cost
objective/category to the extent that
benefits are received by such cost ob-
jective/category. Joint and similar
types of costs may be charged initially
to a cost pool used for the accumula-
tion of such costs pending distribution
in due course to the ultimate benefit-
ting cost objective/category. The clas-
sification of costs for programs under
title III of the Act are set forth at
§ 631.13 of this chapter, Classification of
costs at State and substate levels.

(b) For State-administered programs
under Title II, the State is required to
plan, control, and charge expenditures
against the following cost objectives/
categories:

(1) Titles II–A and II–C (combined)—
capacity building and technical assist-
ance (sections 202(c)(1)(B) and
262(c)(1)(B) of the Act to carry out ac-
tivities pursuant to sections
202(c)(3)(A) and 262(c)(3)(A) of the Act);

(2) Titles II–A and II–C (combined)—8
percent coordination (sections
202(c)(1)(C) and 262(c)(1)(C) of the Act to

carry out activities pursuant to section
123(d)(2)(A) of the Act);

(3) Titles II–A and II–C (combined)—8
percent services/direct training (sec-
tions 202(c)(1)(C) and 262(c)(1)(C) of the
Act to carry out activities pursuant to
section 123(d)(2)(B) of the Act);

(4) Titles II–A and II–C (combined)—8
percent services/training-related and
supportive services (sections
202(c)(1)(C) and 262(c)(1)(C) of the Act to
carry out activities pursuant to section
123(d)(2)(B) of the Act);

(5) Titles II–A and II–C (combined)—8
percent services/administration (sec-
tions 202(c)(1)(C) and 262(c)(1)(C) of the
Act to carry out activities pursuant to
section 123(d)(2)(B) of the Act);

(6) Titles II–A and II–C (combined)—8
percent services to disadvantaged (sec-
tion 202(c)(1)(C) and 262(c)(1)(C) of the
Act to carry out activities pursuant to
section 123(d)(2)(C) of the Act);

(7) Title II–A—older individuals/di-
rect training (section 202(c)(1)(D) of the
Act to carry out activities pursuant to
section 204(d) of the Act);

(8) Title II–A—older individuals/
training-related and supportive serv-
ices (section 202(c)(1)(D) of the Act to
carry out activities pursuant to section
204(d) of the Act);

(9) Title II–A—older individuals/ad-
ministration (section 202(c)(1)(D) of the
Act to carry out activities pursuant to
section 204(d) of the Act); and

(10) Title II—administration (sections
202(c)(1)(A) and 262(c)(1)(A) of the Act
to carry out activities pursuant to
Title II of the Act, including Title II–
B).

(c)(1) SDA grant recipients and their
subrecipients shall plan, control, and
charge expenditures, excluding incen-
tive funds received pursuant to sec-
tions 202(c)(1)(B) and 262(c)(1)(B) of the
Act, against the following cost objec-
tives/categories:

(i) Title II–A—direct training serv-
ices;

(ii) Title II–C—direct training serv-
ices;

(iii) Title II–A—training-related and
supportive services;

(iv) Title II–C—training-related and
supportive services;

(v) Title II–B—training and support-
ive services;

(vi) Title II–A—administration;
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(vii) Title II–B—administration; and
(viii) Title II–C—administration.
(2) Incentive funds received pursuant

to sections 202(c)(1)(B) and 262(c)(1)(B)
of the Act, may be combined and ac-
counted for in total, without regard to
cost categories or cost limitations.

(d) States and subrecipients shall use
the following definitions in assigning
costs to the cost categories contained
in paragraphs (b) and (c) of this sec-
tion:

(1) Direct training services—title II–A.
Costs for direct training services that
may be charged to the title II–A pro-
gram are:

(i) The personnel and non-personnel
costs directly related to providing
those services to participants specified
in section 204(b)(1) of the Act and
which can be specifically identified
with one or more of those services.
Generally, such costs are limited to:

(A) Salaries, fringe benefits, equip-
ment, supplies, space, staff training,
transportation, and other related costs
of personnel directly engaged in pro-
viding training; and

(B) Salaries, fringe benefits, and re-
lated non-personnel costs of program
component supervisors and/or coordi-
nators as well as clerical staff, pro-
vided such staff work exclusively on
activities or functions specified in sec-
tion 204(b)(1) of the Act or allocations
of such costs are made based on actual
time worked or other equitable cost al-
location methods;

(ii) Books, instructional materials,
and other teaching aids used by or for
participants;

(iii) Equipment and materials used in
providing training to participants;

(iv) Classroom space and utility
costs;

(v) Costs of insurance coverage of
participants as specified at § 627.315(b)
of this part, Benefits and Working Con-
ditions;

(vi) Payments to vendors for goods or
services procured for the use or benefit
of program participants for direct
training services, including:

(A) Payments for commercially
available training packages purchased
competitively pursuant to section
141(d)(3) of the Act;

(B) Tuition charges, entrance fees,
and other usual and customary fees of

an educational institution when such
tuition charges, entrance fees, or other
fees are not more than the educational
institution’s catalogue price, necessary
to receive specific training, charged to
the general public to receive the same
training, and are for training of par-
ticipants; and

(C) Payments to OJT employers, but
not brokering contractors. Costs in-
curred under brokering arrangements
shall be allocated to all of the benefit-
ting cost categories, and

(vii) Payments to JTPA participants
that represent hours spent in a direct
training activity (e.g., wages, work-
based training payments, training pay-
ments for combined activities), includ-
ing work experience, vocational explo-
ration, limited internships, and entry
employment.

(2) Direct training services—title II–C.
Costs for direct training services that
may be charged to the title II–C pro-
gram are the costs identified in para-
graph (d)(1) of this section as well as
costs directly related to providing
those services to participants specified
in section 264(c)(1) of the Act and which
can be specifically identified with one
or more of those services.

(3) Training-related and supportive
services—title II–A. Costs for training-
related and supportive services that
may be charged to the title II–A pro-
gram are:

(i) The personnel and non-personnel
costs directly related to providing out-
reach, intake, and eligibility deter-
mination, as well as those services to
participants specified in section
204(b)(2) of the Act, and which can be
specifically identified with one or more
of those services. Generally, such costs
are limited to:

(A) Salaries, fringe benefits, equip-
ment, supplies, space, staff training,
transportation, and other related costs
of personnel directly engaged in pro-
viding training-related and/or support-
ive services; and

(B) Salaries, fringe benefits, and re-
lated non-personnel costs of program
component supervisors and/or coordi-
nators as well as clerical staff, pro-
vided such staff work exclusively on
activities or functions specified in sec-
tion 204(b)(2) of the Act or allocations
of such costs are made based on actual
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time worked or another equitable allo-
cation method.

(ii) Needs-based payments, cash in-
centives and bonuses, other financial
assistance and supportive services to
participants and applicants, where ap-
plicable.

(4) Training-related and supportive
services—title II–C. Costs for training-
related and supportive services that
may be charged to the title II–C pro-
gram are the costs identified in para-
graph (d)(3) of this section, as well as
costs directly related to providing
those services to participants specified
in section 264(c)(2) of the Act and which
can be specifically identified with one
or more of those services.

(5) Administration. The costs of ad-
ministration are those portions of nec-
essary and allowable costs associated
with the overall management and ad-
ministration of the JTPA program and
which are not directly related to the
provision of services to participants or
otherwise allocable to the program
cost objectives/categories in para-
graphs (b)(1)–(8) or (c)(1) (i)–(v) of this
section. These costs can be both per-
sonnel and non-personnel and both di-
rect and indirect. Costs of administra-
tion shall include:

(i) Except as provided in paragraph
(e)(1) of this section, costs of salaries,
wages, and related costs of the recipi-
ent’s or subrecipient’s staff or PIC staff
engaged in:

(A) Overall program management,
program coordination, and general ad-
ministrative functions, including the
salaries and related costs of the execu-
tive director, JTPA director, project
director, personnel officer, fiscal offi-
cer/bookkeeper, purchasing officer, sec-
retary, payroll/insurance/property
clerk and other costs associated with
carrying out administrative functions;

(B) Preparing program plans, budg-
ets, schedules, and amendments there-
to;

(C) Monitoring of programs, projects,
subrecipients, and related systems and
processes;

(D) Procurement activities, including
the award of specific subgrants, con-
tracts, and purchase orders;

(E) Providing State or local officials
and the general public with informa-

tion about the program (public rela-
tions);

(F) Developing systems and proce-
dures, including management informa-
tion systems, for assuring compliance
with program requirements;

(G) Preparing reports and other docu-
ments related to the program require-
ments;

(H) Coordinating the resolution of
audit findings;

(I) Evaluating program results
against stated objectives; and

(J) Performing such administrative
services as general legal services, ac-
counting services, audit services; and
managing purchasing, property, pay-
roll, and personnel;

(ii) Costs for goods and services re-
quired for administration of the pro-
gram, including such goods and serv-
ices as rental or purchase of equip-
ment, utilities, office supplies, postage,
and rental and maintenance of office
space;

(iii) The costs of organization-wide
management functions; and

(iv) Travel costs incurred for official
business in carrying out program man-
agement or administrative activities,
including travel costs incurred by PIC
members.

(e) Other cost classification guidance.
(1) Personnel and related non-personnel
costs of the recipient’s or subrecipi-
ent’s staff, including project directors,
who perform services or activities that
benefit two or more of the cost objec-
tives/categories identified in this sec-
tion may be allocated to the benefit-
ting cost objectives/categories based on
documented distributions of actual
time worked or other equitable cost al-
location methods.

(2) Indirect or overhead costs nor-
mally shall be charged to administra-
tion, except that specific costs charged
to an overhead or indirect cost pool
that can be identified directly with a
JTPA cost objective/category other
than administration may be charged to
the JTPA cost objective/category di-
rectly benefitted. Documentation of
such charges shall be maintained.

(3) Where an award to a subrecipient
is for a ‘‘commercially available off-
the-shelf training package,’’ as defined
at § 626.5 of this chapter, the sub-
recipient may charge all costs of such
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package to the direct training services
cost category.

(4) Profits, fees, and other revenues
earned by a subrecipient that are in ex-
cess of actual costs incurred, to the ex-
tent allowable and consistent with the
guidelines on allowable costs pre-
scribed by the Governor in accordance
with § 627.435(i). Cost principles and al-
lowable costs, may be allocated to all
three cost categories based on the pro-
portionate share of actual costs in-
curred attributable to each category.

§ 627.445 Limitations on certain costs.

(a) State-administered programs—(1)
Services for older individuals. Of the
funds allocated for any program year
for section 202(c)(1)(D) of the Act to
carry out activities pursuant to section
204(d) of the Act—

(i) Not less than 50 percent shall be
expended for the cost of direct training
services; and

(ii) Not more than 20 percent shall be
expended for the cost of administra-
tion.

(2) State education services. Of the
funds allocated for any program year
for sections 202(c)(1)(C) and 262(c)(1)(C)
of the Act to carry out activities pur-
suant to section 123(d)(2)(B) of the
Act—

(i) Not less than 50 percent shall be
expended for the cost of direct training
services; and

(ii) Not more than 20 percent shall be
expended for the cost of administra-
tion.

(3) The limitations specified in para-
graph (a)(2) of this section shall apply
to the combined total of funds allo-
cated for sections 202(c)(1)(C) and
262(c)(1)(C) of the Act.

(b) SDA allocations. (1) In applying
the title II–A and II–C cost limitations
specified in section 108(b)(4) of the Act,
the funds allocated to a service deliv-
ery area shall be net of any:

(i) Transfers made in accordance with
sections 206, 256, and 266 of the Act; and

(ii) Reallocations made by the Gov-
ernor in accordance with section 109(a)
of the Act.

(2) The limitations specified in para-
graph (b)(1) of this section shall apply
separately to the funds allocated for
title II–A and title II–C programs.

(3) The title II–B administrative cost
limitation of 15 percent shall be 15 per-
cent of the funds allocated for any pro-
gram year to a service delivery area,
excluding any funds transferred to title
II–C in accordance with section 256 of
the Act (section 253(a)(3)).

(c)(1) The State shall establish a sys-
tem to regularly assess compliance
with the cost limitations including
periodic review and corrective action,
as necessary.

(2) States and service delivery areas
shall have the 3-year period of fund
availability to comply with the cost
limitations in section 108 of the Act
and paragraphs (a) and (b) of this sec-
tion (section 161(b)).

(d) Administrative costs incurred by
a community-based organization or
non-profit service provider shall not be
included in the limitation described in
section 108(b)(4)(A) of the Act if:

(1) Such costs are incurred under an
agreement that meets the require-
ments of section 141(d)(3)(C) (i) and (ii)
of the Act;

(2) The total administrative expendi-
tures of the service delivery area, in-
cluding the administrative expendi-
tures of such community-based organi-
zations or non-profit service providers,
do not exceed 25 percent of the funds
allocated to the service delivery area
for the program year of allocation; and

(3) The total direct training expendi-
tures of the service delivery area, in-
cluding the direct training expendi-
tures of such community-based organi-
zations or non-profit service providers,
is equal to or exceeds 50 percent of the
funds allocated to the service delivery
area for the program year less one-half
of the percentage by which the total
administrative expenditures of the
service delivery area exceeds 20 per-
cent. For example, if the total adminis-
trative expenditures of the service de-
livery area is 24 percent, then the total
direct training expenditures of the
service delivery area must be at least
48 percent.

(e) The provisions of this section do
not apply to any title III programs.

(f) The provisions of this section do
not apply to any designated SDA which
served as a concentrated employment
program grantee for a rural area under
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